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URBAN  HOMESTEADING  PROGRAM 
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AGENCY:  Department  of  Housing 
and  Urban  Development. 

ACTION:  Proposed  rule. 

SUMMARY:  HUD  is  soliciting  com¬ 
ments  on  this  proposed  regulation 
which  prescribes  the  requirements  for 
the  Urban  Homesteading  Program  au¬ 
thorized  by  Title  VIII,  section  810  of 
the  Housing  and  Community  Develop¬ 
ment  Act  of  1974,  as  amended. 

DATE:  Comments  are  due  by  Jime  30, 
1978. 

ADDRESS:  Comments  and  sugges¬ 
tions  should  be  addressed  to  the  Rules 
Docket  Clerk,  Room  5218,  Department 
of  Housing  and  Urban  Development, 
451  Seventh  Street  SW.,  Washington, 
D.C.  20410. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Hugh  Allen,  Community  planning 
and  Development,  Department  of 
Housing  and  Urban  Development, 
451  7th  ^Street  SW.,  Washington, 
D.C.  20410,  telephone:  202-755-6330. 

SUPPLEMENTARY  INFORMATION: 

I.  General  Background 

Urban  homesteading  is  a  simple  con¬ 
cept:  provide  a  vacant,  unrepaired 
house  to  a  homesteader  who  agrees  to 
rehabilitate  the  house,  maintain  it, 
and  occupy  it  for  a  designated  period 
of  time  in  exchange  for  legal  title  to 
the  property. 

Cities  led  the  way  in  the  late  1960’s 
in  applying  homesteading  to  the  grow¬ 
ing  phenomenon  of  housing  abandon¬ 
ment  in  deteriorating  urban  areas. 
The  increasing  number  of  abandoned 
houses,  gradually  being  acquired  by 
local  governments  through  tax  fore¬ 
closures  and  by  the  Federal  Govern¬ 
ment  through  foreclosures  of  its  in¬ 
sured  mortgages  necessitated  solu¬ 
tions. 

II.  Federal  Government’s  Role  in 
Urban  Homesteading 

The  Federal  Government’s  involve¬ 
ment  in  urban  homesteading  was  offi¬ 
cially  established  with  the  passing  of 
the  Housing  and  Community  Develop¬ 
ment  Act  of  1974.  Title  VIII,  Section 
810  of  this  Act  authorizes  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment  (HUD)  to  transfer  one-  to  four- 
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unit  residential  properties  to  States, 
units  of  general  local  government  or 
their  designated  public  agencies  for 
use  in  urban  homesteading  programs 
approved  by  HUD.  The  localities  re¬ 
ceiving  these  properties  are  not  re¬ 
quired  to  pay  for  them.  Instead,  Sec¬ 
tion  810  authorizes  the  appropriation 
of  funds  to  reimburse  HUD’s  housing 
loan  and  Federal  Housing  Administra¬ 
tion’s  mortgage  insurance  funds  for 
the  properties  transferred. 

Urban  Homesteading  Demonstration 

In  the  Fall  of  1975,  HUD  designed 
the  Urban  Homesteading  Demonstra¬ 
tion  as  a  cooperative  effort  between 
the  Department  and  units  of  general 
local  government.  Agreements  were 
executed  with  23  demonstration  cities 
which  were  competitively  selected 
from  numerous  applications.  In  May 
1977,  16  additional  demonstration 

cities  were  selected,  again  as  a  result 
of  open  competition. 

To  provide  program  flexibility,  HUD 
developed  administrative  guidelines 
rather  than  program  regulations  for 
the  demonstration.  Most  of  the  key 
decisions  regarding  program  design 
and  administration,  therefore,  were 
left  to  the  Demonstration  Cities. 

The  Urban  Homesteading  Demon¬ 
stration  permits  local  governments  to 
test  a  number  of  approaches  to  home¬ 
steading  and  allows  HUD  to  evaluate: 

(1)  The  characteristics  of  neighbor¬ 
hoods  that  can  be  assisted  with  home¬ 
steading: 

(2)  The  kinds  of  accompanying  ser¬ 
vices,  public  and  private,  necessary  to 
make  the  concept  of  homesteading 
workable; 

(3)  The  socio-economic  characteris¬ 
tics  of  recipients  capable  of  becoming 
successful  homesteaders:  and 

(4)  The  different  administrative  and 
financial  techniques  useful  in  a  home¬ 
steading  program  and  the  conditions 
under  which  each  of  these  mecha¬ 
nisms  can  best  function. 

In  accordance  with  HUD  guidelines, 
demonstration  cities  were  to  designate 
neighborhoods  in  which  their  urban 
homesteading  programs  would  be  car¬ 
ried  out  and  to  implement  a  coordinat¬ 
ed  neighborhood  improvement  plan  to 
upgrade  public  services  and  facilities. 
The  cities  were  also  required  to  convey 
properties  acquired  under  Section  810 
of  the  1974  Act  to  selected  homestead¬ 
ers  “without  any  substantial  consider¬ 
ation.”  In  selecting  homesteaders,  due 
consideration  was  to  be  given  to  the 
“recipients’  need  for  housing”  and  to 
his  or  her  “capacity  to  make  or  cause 
to  be  made  the  repairs  and  improve¬ 
ments  required  •  •  The  homestead¬ 
ers  w’ould  receive  title  to  the  property 
if  they  completed  the  needed  repairs 
and  lived  in  the  property  for  three 
years. 

Each  of  the  Demonstration  Cities  se¬ 
lected  to  participate  received  a  reser¬ 
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vation  of  funds  under  the  Section  312 
Rehabilitation  Loan  Program.  These 
funds  could  be  used  to  finance  either 
the  repair  of  urban  homesteads  or  the 
rehabilitation  of  other  properties  in 
the  urban  homesteading  neighbor¬ 
hoods. 

As  a  result  of  the  enthusiastic  and 
favorable  response  to  the  Urban 
Homesteading  Demonstration,  HUD 
proposes  to  conduct  an  expandned, 
fully  operational  program  of  urban 
homesteading.  The  proposed  regula¬ 
tions  in  this  Part  will  govern  the  ex¬ 
panded  program.  The  39  Demonstra¬ 
tion  Cities,  however,  will  continue  to 
conduct  their  present  programs  under 
the  Demonstration  guidelines.  To  the 
extent  that  the  provisions  of  any  Dem¬ 
onstration  A^eement  signed  with 
HUD  is  inconsistent  with  these  regula¬ 
tions,  the  pertinent  provision  of  the 
Agreement  will  take  precedence. 

The  following  paragraphs  address 
the  various  sections  of  the  pioposed 
regulations  for  the  expanded  urban 
homesteading  program. 

Program  Purpose 

The  purpose  of  the  urban  home¬ 
steading  program  is  to  provide  another 
community  development  "tool”  to 
communities  that  will  assist  them  in 
upgrading  deteriorating  neighbor¬ 
hoods.  In  accomplishing  this  purpose, 
§  590.2  indicates  that  home  ownership 
opportunities  will  be  provided  to  indi¬ 
viduals  and  families  through  the  reha¬ 
bilitation  of  existing,  vacant  houses  in 
specified  neighborhoods.  Such  action 
will  encourage  and  stimulate  public 
and  private  investment  in  these  neigh¬ 
borhoods,  thereby  assisting  in  their 
preservation  and  revitalization. 

In  addition  to  providing  unrepaired, 
unoccupied,  one-  to  four-family  HUD 
properties,  the  Department  will  en¬ 
courage  the  use  of  locally-owned  prop¬ 
erties,  including  locally-owned  multi¬ 
family  units,  in  approved  urban  home- 
steaduig  programs. 

Definitions 

An  applicant,  as  defined  in  §  590.3(b) 
is  a  State  or  unit  of  general  local  gov¬ 
ernment  which  may  apply  for  the  ap¬ 
proval  of  a  local  homesteading  pro¬ 
gram.  A  State  or  unit  of  general  local 
government  may  designate,  how'ever,  a 
public  agency  to  undertake  and  carry 
out  the  local  homesteading  program. 

Section  599.3(d)  defines  locally- 
owTied  properties  as  a  one-  to  four- 
family  residence  or  multifamily  resi¬ 
dence  to  which  the  participating  com¬ 
munity  has  title. 

Throughout  this  proposed  rule  the 
term  Local  Urban  Homesteading 
Agency  is  also  used.  In  §  590.3(e)  it  is 
defined  as  a  State  or  unit  of  general 
local  government  or  their  designated 
public  agencies  which  must  have  au¬ 
thority  to  accept  the  transfer,  without 
payment,  of  Secretary -owned  proper¬ 
ty. 
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Secretary-owned  properties  defined 
in  §  590.3(h)  are  limited  to  HUD’s  un¬ 
occupied  one-  to  four-family  resi¬ 
dences.  These  properties  have  been  ac¬ 
quired  by  the  Department  through 
foreclosure  of  insured  mortgages  by 
HUD/Pederal  Housing  Administra¬ 
tion. 

Program  Requirements 

Section  590.4  addresses  the  urban 
homesteading  program  requirements 
that  States,  or  imits  of  general  local 
government  must  provide  in  order  to 
be  approved  by  HUD.  These  require¬ 
ments  will  allow  participating  commu¬ 
nities  much  of  the  same  flexibility  in 
local  program  design  and  operation 
that  was  experienced  in  the  Urban 
Homesteading  Demonstration.  For  ex¬ 
ample,  local  programs  may  be  de¬ 
signed  to  attract  low  or  middle  income 
persons.  They  may  emphasize  self- 
help  rehabilitation  (“sweat  equity”)  or 
contracted  rehabilitation.  Some  pro¬ 
grams  may  aid  the  homesteaders  in 
obtaining  rehabilitation  financing  or 
encourage  homesteaders  to  obtain  pri¬ 
vate  financing. 

The  Department  will  encourage 
communities  to  incorporate  their 
homesteading  programs  within  the 
overall  local  Community  Development 
Program  being  implemented  with 
Community  Development  Block  Grant 
funds  authorized  by  Title  I  of  the 
Housing  and  Community  Development 
Act  of  1974,  as  amended  and  thereby 
coordinate  with  other  federally  assist¬ 
ed  programs  that  support  the  revital¬ 
ization  of  deteriorating  neighbor¬ 
hoods.  In  §  590.4(a),  therefore,  the  De¬ 
partment  is  encouraging  applicants  to 
designate  urban  homesteading  neigh¬ 
borhoods  that  are  coterminus  with 
Neighborhood  Strategy  Areas  (NSA) 
as  defined  by  the  Community  Develop¬ 
ment  Block  Grant  regulations  in  the 
Code  of  Federal  Regulations  (CFR), 
Title  24,  Chapter  V,  Part  570,  Subpart 
D— Entitlement  Grants,  §  570.301(c), 
published  March  1,  1978.  An  NSA  is  an 
area  which  is  selected  by  a  recipient  of 
CDBG  entitlement  fimds  and  desig¬ 
nated  in  its  Community  Development 
and  Housing  Plan  for  a  program  of 
concentrated  community  development 
activities.  The  program  is  a  compre¬ 
hensive,  coordinated  strategy  for  sta¬ 
bilizing  and  upgrading  the  area  which: 

(1)  Provides  for  a  combination  of 
physical  improvements,  necessary 
public  facilities  and  services,  housing 
progrrams,  private  investment  and  citi¬ 
zen  self-help  activities  appropriate  to 
the  needs  of  the  area; 

(2)  Coordinates  public  and  private 
development  efforts; 

(3)  Provides  sufficient  resources  to 
produce  substantial  long-term  im¬ 
provements  in  the  area  within  a  rea¬ 
sonable  period  of  time;  in  determining 
the  size  of  the  area  the  applicant  shall 
take  into  accoimt  the  severity  of  its 


problems  and  the  amount  of  resources 
to  be  provided  so  that  this  require¬ 
ment  can  be  met. 

This  comprehensive  strategy  imple¬ 
mented  in  NSA  satisfies  the  Urban 
Homesteading  Program  requirement 
that  an  applicant  develop  and  imple¬ 
ment  a  coordinated  neighborhood  im¬ 
provement  plan.  Other  areas,  however, 
may  be  designated  if  (1)  the  applicant 
meets  the  program  requirements  of 
§  590.4,  but  does  not  receive  Communi¬ 
ty  Development  Block  Grant  entitle¬ 
ment  funds,  or  (2)  the  neighborhood 
selected  for  urban  homesteading  does 
not  require  the  concentrated  treat¬ 
ment  as  defined  by  NSA  or  (3)  the  re¬ 
quired  neighborhood  improvements 
will  be  funded  by  sources  other  than 
Community  Development  Block 
Grants.  In  these  other  areas,  an  appli¬ 
cant  is  required  to  describe  its  commu¬ 
nity  development  needs  and  its  coordi¬ 
nated  improvement  plan  for  meeting 
these  needs. 

Applicants  which  also  are  applying 
for  Community  Development  Block 
Grants  should  include  in  their  housing 
assistance  plans  the  number  of  units 
proiK>sed  to  be  assisted  under  the 
homesteading  program  if  it  is  intended 
to  meet  the  rehabilitated  housing 
needs  of  low  and  moderate  income 
households. 

Section  590.4(b)  outlines  the  mini¬ 
mum  requirements  for  the  develop¬ 
ment  of  a  local  urban  homesteading 
program.  A  local  homesteading  pro¬ 
gram  that  could  be  approved  by  HUD 
must  include:  (1)  An  equitable  proce¬ 
dure  for  selecting  homesteaders  which 
gives  special  consideration  to  their 
need  for  housing  and  their  capacity  to 
make  or  cause  to  be  made  housing  re¬ 
pairs.  The  proposed  rule  does  not 
define  “need  for  housing”  but  leaves 
that  responsibility  to  the  locality;  (2) 
the  execution  of  an  agreement  be¬ 
tween  the  homesteader  and  the  local 
urban  homesteading  agency  which  ad¬ 
dresses  the  repair,  occupancy,  and  in¬ 
spection  of  the  homestead  property 
and  the  conditions  for  revocation  of 
the  agreement;  (3)  a  conditional  con¬ 
veyance  of  the  property  title  for  no 
more  than  a  nominal  charge  with  fee 
simple  title  conveyance  upon  satisfac¬ 
tory  completion  of  the  homesteader 
agreement;  and  (4)  a  coordinated 
neighborhood  improvement  plan 
which  provides  for  the  upgrading  of 
public  services  and  facilities  and  en¬ 
courages  private  investment  in  the 
homesteading  neighborhood. 

List  of  Secretary-Owned  Properties 

To  facilitate  the  preliminary  plan¬ 
ning  of  a  potential  urban  homestead¬ 
ing  program  applicant.  §  590.5  requires 
HUD  to  provide,  upon  written  request, 
a  list  of  all  Secretary-owned,  unoccu¬ 
pied  one-  to  four-family  residences 
within  the  geographic  jurisidiction  of 
the  applicant.  This  listing  will  include 
the  street  address  of  each  property. 


Applications 

Section  590.6(a)  requests  the  appli¬ 
cant  to  provide  information  about  its 
neighborhood  improvement  plan  for 
the  urban  homesteading  neighbor- 
hood(s).  A  community  Development 
Block  Grant  entitlement  applicant 
that  is  also  designating  NSA  as  the 
urban  homesteading  neighborhood 
meets  the  coordinated  neighborhood 
improvement  plan  requirement  and 
may  cite  the  appropriate  cross  refer¬ 
ence  in  its  block  grant  application.  Ad¬ 
ditional  information  is  requested  for 
the  number  of  local  and  Secretary- 
owned  property  proposed  for  home¬ 
steading,  the  administrative  and  pro¬ 
gram  management  plan  and  a  descrip¬ 
tion  of  the  rehabilitation  financing 
plan.  The  Department  encourages 
communities  to  use  a  variety  of 
sources  (Federal/State,  local  and  pri¬ 
vate)  for  the  financing  of  the  rehabili¬ 
tation  work  and  not  depend  solely  on 
the  availability  of  Section  312  rehabili¬ 
tation  loans. 

In  §  590.6(b),  the  applicant  will  make 
certain  assurances  to  the  Department 
which  include  that  it  possesses  legal 
authority  to  accept  Swretary-owned 
property,  without  payment  to  HUD, 
convey  this  property  to  homesteaders 
without  substantial  consideration  and 
assist  in  or  provide  the  financing  of 
the  homesteading  rehabilitation. 
These  assurances  are,  in  summary,  re¬ 
quiring  that  a  local  urban  homestead¬ 
ing  program  will  be  conducted  in  ac¬ 
cordance  with  State  and  local  law. 

Other  assurances  in  this  subsection 
also  relate  to  the  management  of  a 
local  urban  homesteading  program. 

In  §  590.6(c),  applicants  are  required 
to  comply  with  the  procedures  for 
OMB  Circular  A-95,  Part  II.  Applica¬ 
tions  which  may  be  submitted  any 
time  on  or  after  the  effective  date  of 
these  regulations  must  include  any  A- 
95  clearinghouse  comments  or  indicate 
that  no  comments  were  received. 

Urban  Homesteading  Agreement 

Section  590.7  provides  that  HUD  will 
approve  an  applicant's  urban  home¬ 
steading  program  if  it  complies  with 
the  requirements  of  this  proposed  rule 
and  other  applicable  laws  and  regula¬ 
tions.  In  §  590.8  the  appropriate  HUD 
Area  Office  will  sign  an  agreement 
with  a  community  whose  proposed 
urban  homesteading  program  is  ap¬ 
proved.  This  agreement  will  set  forth 
the  terms  for  transferring  Secretary- 
owned  property.  The  agreement  will 
be  for  one  year  and  will  generally  be 
renewable  on  an  annual  basis  if  pro¬ 
gress  is  satisfactory  and  the  local  pro¬ 
gram  is  being  carried  out  as  proposed 
and  approved. 

Transfer  of  Secretary-Owned 
Properties 

Section  590.9(a)  sets  forth  the  proce¬ 
dure  that  HUD  will  use  to  assist  in 
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transferring  Secretary-owned  proper¬ 
ties  to  the  local  urban  homesteading 
agency.  When  an  applicant’s  proposed 
homesteading  program  is  approved,  it 
may  request  HUD  to  suspend  its  prop¬ 
erty  disposition  activities  up  to  45  days 
in  the  designated  urban  homesteading 
neighborhood,  giving  the  local  agency 
an  opportunity  to  select  Secretary- 
owned  properties.  When  future  acqui¬ 
sitions  of  unoccupied,  one-  to  four- 
family  properties  by  HUD  occur  in  an 
approved  homesteading  neighborhood, 
§590.9  (aK3)  provides  that  HUD  will 
notify  the  local  homesteading  agency 
and  give  it  a  maximum  of  30  days  to 
decide  whether  or  not  it  wants  to  use 
the  property  for  homesteading.  These 
proposed  procedimes  insure  that 
HUD’S  property  disposition  activity  in 
an  approved  urban  homesteading 
neighborhood  will  be  conducted  in  a 
manner  to  support  the  local  home¬ 
steading  program  objectives. 

In  §  590.9(b),  there  are  several  condi¬ 
tions  set  forth  that  must  be  met,  in¬ 
cluding  a  determination  of  property 
suitability  by  the  HUD  Area  Office, 
before  HUD  wiU  transfer  its  one-  to 
four-family  property  to  a  IcKal  urban 
homesteading  agency.  Only  those  Sec¬ 
retary-owned  properties  which  are  un¬ 
occupied,  imrepaired  and  for  which 
there  are  no  repair  or  sale  contracts 
will  be  eligible  for  transfer.  Section 
590.9(bK5)  provides  that  any  eligible 
Secretary-owned  property  requested 
by  a  l<x»l  urban  homesteading  agency 
will  be  suitable  for  transfer  if  its  "as-is 
condition”  fair  market  value  does  not 
exceed  $15,00  for  a  one  unit  single 
family  residence  or  an  additional 
$5,000  for  each  unit  of  two-  to  four- 
family  residences  and  the  estimated 
cost  of  repairs  does  not  exceed  $27,000. 
’The  Manager  of  the  HUD  Area  Office 
may  waive  the  property  value  restric¬ 
tions  if  the  benefits  to  the  community 
and  the  decrease  in  difficulties  and 
delays  such  as  vandalism  to  property 
that  HUD  encounters  in  the  sale  of 
property  merit  the  transfer  of  the 
higher  priced  property.  The  Manager 
may  also  waive  the  costs  in  excess  of 
$27,000  if  they  are  to  be  provided  by 
the  homesteader  or  local  resources 
other  than  Section  312  rehabilitation 
loans. 

Section  590.9(c)  sets  forth  four  (4) 
conditions  under  which  a  HUD  Area 
Office  can  use  a  property  otherwise 
eligible  for  transfer  to  a  l(x;al  urban 
homesteading  agency  for  another  pur¬ 
pose.  These  conditions  include  requir¬ 
ing  a  1(X^  urban  homesteading  agency 
to  take  title  to  a  property  within  30 
days  after  HUD’s  notification  of  ap- 
proval  for  transfer  and  meeting  HUD’s 
legal  obligations  for  such  demands  as 
emergency  housing. 

Implementing  Funds 

Title  Vni,  Section  810  of  the  Hous¬ 
ing  and  Community  Development  Act 
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of  1974,  as  amended,  authorizes  funds 
to  reimburse  HUD’s  housing  loan  and 
mortgage  insurance  fimds  for  the  Sec¬ 
retary-owned  properties  transferred  to 
a  local  homesteading  agency  and  to 
provide  technical  assistance  to  local 
urban  homestead  agencies  and  to 
homesteaders.  In  order  to  make  more 
housing  available  for  homesteading 
purposes,  the  Department’s  policy,  as 
stated  in  Section  590.10  will  be  to  use 
the  funds  authorized  by  section  810 
only  to  reimburse  HUD’s  housing  loan 
and  mortgage  insurance  accounts  for 
Secretary-owned  properties  trans¬ 
ferred  for  use  in  approved  local  urban 
homesteading  programs. 

•  Available  §312  rehabilitation  loan 
funds  which  have  an  interest  payment 
of  three  percent  on  the  principal,  will 
also  be  provided  to  assist  in  the  financ¬ 
ing  of  the  repairs  of  homesteaded 
properties  and  for  the  repair  of  other 
properties  in  the  urban  homesteading 
neighborhoods.  As  expressed  in 
§590.11,  HUD  may  reduce  its  commit¬ 
ment  for  any  of  the  housing  reim¬ 
bursement  or  rehabilitation  funds  for 
an  approved  urban  homesteading  pro¬ 
gram,  if  the  local  urban  homesteading 
agency  does  not  comply  with  the  stat¬ 
utory  and  regulatory  requirements  of 
this  Part  or  does  not  carry  out  the 
program  as  approved. 

Retention  of  Records  and  Audits 

Section  590.3  requires  retention  for 
three  years  of  all  pertinent  records,  in¬ 
formation  and  documents  relating  to 
the  l(x»d  urban  homesteading  pro¬ 
gram.  Section  590.14  says  that  the  Sec¬ 
retary  and  the  Comptroller  General  of 
the  United  States  shall  have  access  to 
all  of  this  information  for  the  purpose 
of  making  audits,  surveys,  examina¬ 
tions  and  other  relevant  summaries. 

Applicable  Federal  Laws  and 
Regulations 

Section  590.15  cites  the  laws  and  reg¬ 
ulations  applicable  to  an  urban  home¬ 
steading  program.  These  laws  include 
nondiscrimination,  environmental  re¬ 
quirements,  historic  preservation, 
lead-based  paint  requirements  and  re¬ 
location  assistance  and  real  property 
acquisition  policies. 

The  1973  Rehabilitation  Act,  Section 
504,  which  protects  the  rights  of 
handicapped  persons  from  discrimina¬ 
tory  practices  will  apply  to  HUD  ap¬ 
proved  local  urban  homesteading  pro¬ 
grams.  Also,  the  Department’s  regula¬ 
tions  in  the  Code  of  Federal  Regula¬ 
tions,  ’Title  24,  Part  42,  that  govern  re¬ 
location  and  real  property  acquisition 
will  apply  to  any  Secretary-owned 
property  acquired  by  a  local  urban 
homesteading  agency  for  use  in  its 
HUD  approved  homesteading  pro¬ 
gram. 

Review  of  Local  Performance 

Section  590.16  sets  forth  the  criteria 
for  an  annual  review  by  HUD  of  each 


local  urban  homesteading  program. 
These  criteria  include  compliance  with 
the  program’s  statutory  and  regula¬ 
tory  requirements,  implementing  its 
homesteading  program  as  approved 
and  a  continuing  capacity  to  carry  out 
the  program  in  a  timely  manner. 
Based  upon  this  review,  if  a  local  pro¬ 
gram  deficiency  is  identified.  §  590.17 
lists  the  appropriate,  corrective  action 
that  HUD  will  take.  In  each  case,  the 
Department  will  seek  to  (1)  prevent 
the  deficiency  from  continuing;  (2) 
mitigate  the  adverse  consequences  re¬ 
sulting  from  the  deficiency  and  (3) 
prevent  the  deficiency  from  recurring. 

Evaluation 

In  §590.18,  local  urban  homestead¬ 
ing  programs  are  to  provide  necessary 
data  that  HUD  may  require  to  com¬ 
plete  its  annual  evaluation  of  the  na¬ 
tional  urban  homesteading  program. 

Special  Information 

A  Finding  of  Inapplicability  with  re¬ 
spect  to  Environmental  Impact  has 
been  prepared  in  accordance  with 
HUD  Handbook  1390.1.  Copies  of  the 
Finding  are  available  for  inspection 
and  copying  during  business  hours  in 
the  Office  of  the  Rules  Docket  Clerk, 
Room  5218,  Department  of  Housing 
and  Urban  Development,  451  Seventh 
Street  SW.,  Washington,  D.C.  20410. 

Accordingly,  an  amendment  to  24 
CFR  is  proposed  by  adding  a  new  Part 
590  which  reads  as  follows: 

FART  590-4IRBAN  HOMf  STEAOMG 

Sec. 

590.1  Scope  of  regulation. 

590.2  Purpose  of  program. 

590.3  Definitions. 

590.4  Program  requirements. 

590.5  Listing  of  secretary  owned  proper¬ 
ties. 

590.6  Applications. 

590.7  HUD  review  and  approval  of  applica¬ 
tion. 

590.8  Urban  homesteading  agreement. 

590.9  Transfer  of  Secretary  owned  proper¬ 
ties. 

590.10  Implementing  funds. 

590.11  Reduction  of  funds. 

590.12  Program  close  out  [Reserved] 

590.13  Retention  of  records. 

590.14  Audit 

590.15  Applicable  Federal  laws  and  regula¬ 
tions. 

590.16  HUD  review  of  local  urban  home¬ 
steading  agency’s  performance. 

590.17  Corrective  and  remedial  action. 

590.18  Evaluation  by  HUD. 

§  590.1  Scope  of  regulation. 

(a)  The  policies  and  procedures  in 
this  regulation  are  applicable  to  the 
approval  of  urban  homesteading  pro¬ 
grams  authorized  by  Section  810  of 
the  Housing  and  Community  Develop¬ 
ment  Act  of  1974,  as  amended. 

(b)  ’This  part  includes  the  functions 
and  responsibilities  of  HUD  and  units 
of  general  l(x»l  government  and 
States  or  a  designated  public  agency  of 
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a  State  or  unit  of  general  local  govern¬ 
ment  with  regard  to  program  requir- 
ments;  application  requirements;  sub¬ 
mission  of  applications;  review  and  ap¬ 
proval  of  applications;  transfer  of  Sec¬ 
retary-owned  properties;  property  dis¬ 
position  assistance;  HUD  program 
evaluation;  performance  review  and 
other  applicable  Federal  laws  and  reg¬ 
ulations. 

§  590.2  Purpose  of  program. 

The  purpose  of  the  urban  home¬ 
steading  program  is  to  utilize  existing 
housing  stock  to  provide  homeowner- 
ship,  thereby  encouraging  public  and 
private  investment  in  selected  neigh¬ 
borhoods  and  assisting  in  their  preser¬ 
vation  and  revitalization.  The  program 
will  provide  for  the  transfer  without 
payment  to  States  or  units  of  general 
local  government  or  their  designated 
public  agencies  Secretary-owned,  unoc¬ 
cupied  one-  to  four-family  residences 
requested  by  such  imit.  State  or 
agency  for  use  in  an  aproved  urban 
homesteading  program.  Reservations 
under  the  Section  312  Rehabilitation 
Loan  Program  are  available  to  finance 
rehabilitation  of  single  or  multifamily 
properties,  as  well  as  other  properties, 
within  the  urban  homesteading  neigh¬ 
borhoods. 

§  590.3  Deflnitioiu. 

(a)  "Act”  means  Title  VIII,  Section 
610  of  the  Housing  and  Community 
Development  Act  of  1974,  as  amended. 

(b)  "Applicant”  means  any  State  or 
unit  of  general  local  government.  The 
applicant  may  designate  a  public 
agency,  including  an  existing  local 
public  agency,  to  carry  out  the  home¬ 
steading  program,  but  only  the  State 
or  unit  of  general  local  government 
may  be  the  applicant. 

(c)  "Homesteader"  means  an  individ¬ 
ual  or  family  who  participates  in  a 
local  urban  homesteading  program  by 
accepting  a  property  pursuant  to  the 
requirements  of  $  590.4. 

(d)  "Locally-owned  property”  means 
any  real  property  which  is  improved 
with  a  one-  to  four-family  residence  or 
a  multifamily  residence  not  obtained 
from  the  Department  of  Housing  and 
Urban  Development  and  to  which  the 
local  urban  homesteading  agency 
holds  title. 

Ce)  "Local  Urban  Homesteading 
Agency”  means  a  State,  a  unit  of  gen¬ 
eral  local  government,  or  a  public 
agency  designated  by  a  unit  of  general 
local  government  or  a  State,  which 
must  have  the  authority  to  accept  the 
transfer,  without  payment,  of  Secre¬ 
tary-owned  property. 

(f)  "Local  Urban  Homesteading  Pro¬ 
gram”  means  the  operating  proce¬ 
dures.  and  requirements  developed  by 
a  local  urban  homesteading  agency  in 
accordance  with  the  provisions  of 
§  590.4. 

(g)  "Secretary”  means  the  Secretary 
of  Hoiising  and  Urban  Development  or 


any  person  to  whom  the  Secretary  has 
delegated  authority  for  the  urban 
homesteading  program. 

(h)  "Secretary-owned  property” 
means  any  real  property: 

(1)  Which  is  improved  with  a  one-  to 
four-family  residence; 

(2)  To  which  the  Secretary  holds 
Title; 

(3)  Which  is  not  occupied. 

(i)  "Section  312  Rehabilitation  Loan 
Funds”  means  loan  funds  authorized 
by  Section  312  of  the  Housing  Act  of 
1964,  as  amended  to  finance  the  reha¬ 
bilitation  of  urban  homesteaded  prop¬ 
erty.  as  well  as  other  property  within 
the  designated  urban  homesteading. 

(j)  "Section  810  Funds”  means  the 
money  authorized  under  Title  VIII. 
Section  810  of  the  Housing  and  Com¬ 
munity  Development  Act  of  1974,  as 
amended  to  reimburse  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment’s  housing  loan  and  mortgage  in¬ 
surance  fluids  for  the  fair  market 
value  of  Secretary-owned  properties 
transferred  to  local  urban  homestead¬ 
ing  agencies. 

(k)  "State”  means  any  State  of  the 
United  States,  or  any  instrumentality 
thereof  approved  by  the  Governor; 
and  the  Commonwealth  of  Puerto 
Rico. 

(l)  "Unit  of  general  local  govern¬ 
ment”  means  any  city,  county,  town, 
township,  parish,  village,  or  other  gen¬ 
eral  purpose  political  subdivision  of  a 
State;  Guam,  the  Virgin  Islands,  and 
American  Samoa,  or  in  a  general  pur¬ 
pose  political  subdivision  thereof:  The 
District  of  Columbia;  the  Trust  Terri¬ 
tories  of  the  Pacific  Islands;  and 
Indian  tribes,  bands,  groups,  and  na¬ 
tions  of  the  United  States,  including 
Alaska  Indians,  Aleuts,  and  Elskimos. 

(m)  "Urban  homesteading  neighbor¬ 
hood”  means  a  geographic  area(s)  ap¬ 
proved  by  HUD  for  conducting  a  local 
urban  homesteading  program  that 
meets  the  requirements  of  §  590.4. 

§  590.4  Program  requirements. 

An  applicant  shall  meet  the  follow¬ 
ing  requirements  to  qualify  for  assist¬ 
ance  under  this  Part: 

(a)  Designation  of  Urban  Home¬ 
steading  Neighborhood.  It  shall  desig¬ 
nate  neighborhood(s)  for  carrying  out 
urban  homesteading.  An  urban  home¬ 
steading  neighborhood  shall  be; 

(1)  A  Neighborhood  Strategy  Area 
designated  pursuant  to  the  Communi¬ 
ty  Development  Block  Grant  regula¬ 
tions  published  March  1,  1978,  in  the 
Code  of  Federal  Regulations.  Title  24, 
Chapter  V,  Part  570,  Subpart  D— Enti¬ 
tlement  Grants,  §  570.301(c);  or 

(2)  Another  area  designated  by  the 
applicant,  where; 

(i)  The  applicant  is  not  a  recipient  of 
community  development  block  grant 
entitlement  funds  authorized  by  Title 
I  of  the  Housing  and  Community  De¬ 
velopment  Act  of  1974; 


(ii)  The  required  public  improve¬ 
ments  and  services  will  be  provided 
from  sources  other  than  community 
development  block  grants;  or 

(iii)  The  neighborhood  selected  for 
urban  homesteading  does  not  reciuire 
the  concentrated  treatment  required 
for  a  neighborhood  strategy  area. 

(b)  Development  of  Local  Urban 
Homesteading  Program.  It  shall  devel¬ 
op  a  program  to  convey  unocupied 
residential  structures  to  qualified  indi¬ 
viduals  or  faimilies.  The  program  shall 
provide  for  the  following: 

(1)  Homesteader  Selection.  It  shall 
provide  equitable  procedures  for 
homesteader  selection  giving  special 
consideration  to  the  homesteader’s; 

U)  Need  for  housing;  and 

(ii)  Capacity  to  make  or  cause  to  be 
made  necessary  repairs  and  improve¬ 
ments. 

(2)  Conditional  conveyance.  It  shall 
provide  for  the  conditional  conveyance 
of  unoccupied,  unrepaired  residential 
property  to  homesteaders  without  sub¬ 
stantial  consideration. 

(3)  Homesteader  Agreement.  It  shall 
provide  for  execution  of  a  Homestead¬ 
er  Agreement  between  the  local  urban 
homesteading  agency  and  the  home¬ 
steader  which  shall  require  the  home¬ 
steader. 

(i)  To  make  or  cause  to  be  made  any 
repairs  required  to  meet  minimum 
local  health  and  safety  housing  stand¬ 
ards  prior  to  occupying  the  propertjr, 

(ii)  To  make  or  cause  to  be  made  ad¬ 
ditional  repairs  and  improvements 
necessary  to  meet  the  applicable  local 
standards  for  decent,  safe,  and  sani¬ 
tary  housing  within  18  months  after 
occupying  the  property  and  to  comply 
with  energy  conservation  measures 
designated  by  the  local  urban  home¬ 
steading  agency  as  part  of  the  repairs; 

(iii)  To  occupy  the  property  as  prin¬ 
cipal  residence  for  not  less  than  three 
consecutive  years  from  a  date  deter¬ 
mined  by  the  local  urban  homestead¬ 
ing  agency; 

(iv)  To  permit  reasonable  inspections 
at  reasonable  times  by  employees  of 
the  local  urban  homesteading  agency; 
and 

(4)  Revocation  Upon  Breax^h  of 
Agreement  It  shall  provide  for  the  rev¬ 
ocation  of  the  conditional  conveyance 
upon  any  material  breach  of  the 
agreement  by  the  homesteader. 

(5)  Fee  Simple  Title.  It  shall  provide 
for  the  conveyance  of  the  property 
from  the  local  urban  homesteading 
agency  to  the  homesteader  in  fee 
simple  title  upon  full  compliance  with 
the  terms  of  the  agreement  between 
the  agency  and  the  homesteader. 

(6)  Coordinated  Neighborhood  Im¬ 
provements  PlarL  It  shall  provide  a 
plan  for  needed  public  improvements 
and  services,  and  community  facilities 
in  the  Urban  Homesteading  Neighbor¬ 
hoods. 

(i)  If  the  Urban  Homesteading 
Neighborhood  is  a  Neighborhood 
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Strategy  Area,  then  the  coordinated 
neighborhood  improvement  plan  for 
the  area  described  in  the  applicant’s 
Community  Development  Block  Grant 
entitlement  application,  pursuant  to 
24  CFR  570.304(bKlKi)  (Community 
Development  and  Housing  Plan)  will 
satisfy  this  requirement.  Such  an  ap¬ 
plicant  will  cite  the  appropriate  cross 
reference  in  its  applications. 

(ii)  For  designated  urban  homestead¬ 
ing  neighborhoods  that  are  not  Com¬ 
munity  Development  Block  Grant 
Neighborhood  Strategy  Areas,  the  co¬ 
ordinated  neighborhood  improvement 
plan  shall  include; 

(A)  A  brief  description  of  the  area’s 
need  for  revitalization,  community  fa¬ 
cilities,  public  services  and  improve¬ 
ments  and  housing  problems; 

(B)  A  description  of  the  plan  that 
will  be  implemented  to  meet  the  iden¬ 
tified  needs  for  upgrading  and  improv¬ 
ing  the  area;  and 

(C)  A  description  of  the  actions  to 
mitigate  any  adverse  effects  on  low- 
and  moderate-income  persons  that 
may  result  from  implementing  an 
urban  homesteading  program  in  the 
designated  neighborhood. 

§  590.5  Listing  of  Secretary-owned  proper¬ 
ties. 

(a)  To  facilitate  the  local  planning 
and  program  development  in  accord¬ 
ance  with  the  program  requirements 
of  §590.4  a  potential  applicant  may 
submit  a  written  request  to  the  Man¬ 
ager  of  the  appropriate  HUD  field 
office  for  a  listing  of  all  Secretary- 
owned  properties  defined  in  §  590.3(h) 
within  the  applicant’s  jurisdiction. 

(b)  After  receipt  of  such  request 
HUD  shall  provide  to  the  potential  ap¬ 
plicant  a  list  of  those  Secretary-owned 
properties  for  which  repair  or  sale 
contracts  have  not  been  executed. 

§  590.6  Applications. 

(a)  Submission  Requirements.  Appli¬ 
cations  shall  be  submitted  to  the  HUD 
Area  Office  which  has  jurisdiction 
over  the  applicant  and  shall  consist  of 
the  following: 

(1)  Standard  Form  424,  prescribed 
by  OMB  Circular  No.  A-102; 

(2)  A  description  of  the  coordinated 
neighborhood  improvement  plan  as  re¬ 
quired  by  §  590.4(b)(6).  An  applicant 
that  is  applying  for  Commtmity  Devel¬ 
opment  Block  Grant  entitlement 
((ZIDBG)  funds  may  cite  the  appropri¬ 
ate  cross  reference  in  its  community 
development  plan  pursuant  to  24  (TFR 
570.304(bKlKi)  (Community  Develop¬ 
ment  and  Housing  Plan). 

(3)  A  map  of  each  proposed  urban 
homesteading  neighborhood  with  geo¬ 
graphic  boundaries  indicated,  census 
tracts  or  enumeration  lines  shown. 
The  map  shall  include; 

(i)  An  estimate  of  the  number  and 
the  location  of  locally-owned  proper¬ 
ties  to  be  conveyed  to  homesteaders 
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during  the  program’s  first  year  and  for 
the  program’s  duration; 

(ii)  An  estimate  of  the  number  and 
the  location  of  the  Secretary-owned 
properties  requested  for  use  in  the 
proposed  urban  homesteading  pro¬ 
gram  during  the  program’s  first  year 
and  for  the  program’s  duration; 

(4)  A  description  of  the  rehabilita¬ 
tion  financing  plan  to  be  used  in  the 
urban  homesteading  neighborhood(s) 
which  shall  include; 

(i)  An  estimate  of  the  Federal,  State 
and/or  local  public  funds  and  any  pri¬ 
vate  funding  sources  that  are  to  be 
made  available  for  interim  and  perma¬ 
nent  financing  or  rehabilitation; 

(ii)  The  total  number  of  residential 
proijerties  for  rehabilitation; 

(iii)  An  outline  of  the  applicant’s 
proposed  schedule!  s)  and  time  periods 
for  committing  rehabilitation  loan 
funds  in  its  urban  homesteading  pro¬ 
gram. 

(5)  An  implementation  plan  which 
includes; 

(i)  The  description  of  the  entity  that 
will  carry  out  the  program; 

(ii)  A  timetable  and  methods  to  ac¬ 
complish  the  program  which  includes: 

(A)  Transferring  properties  from 
HUD  to  local  urban  homesteading 
agency; 

(B)  Advertising  residential  proper¬ 
ties  for  homesteading  purposes; 

(C)  Conveying  imoccupied,  unre¬ 
paired  residential  property  to  home¬ 
steaders;  and 

(D)  Implementing  the  coordinated 
neighborhood  improvement  plan. 

(b)  Certifications.  The  applicant 
shall  submit  certifications  in  such 
form  as  HUD  may  prescribe,  providing 
assurances  that; 

(1)  Its  governing  body  has  duly 
adopted  or  passed  as  an  official  act, 
resolution,  motion,  or  similar  action 
authorizing  the  filing  of  the  applica¬ 
tion  including  all  understandings  and 
assurances  contained  in  the  applica¬ 
tion; 

(2)  It  possesses  the  legal  authority 
to: 

(i)  Accept  the  transfer  without  pay¬ 
ment  of  Secretary-oviTied  property; 

(ii)  Convey  residential  property  to 
homesteaders  without  any  substantial 
consideration,  and 

(iii)  Assist  in  or  undertake  the  fi¬ 
nancing  of  the  rehabilitation  for  resi¬ 
dential  property  conveyed  to  home¬ 
steaders. 

(3)  It  has: 

(i)  A  form  for  conditional  convey¬ 
ance  as  required  by  §  590.4(b)(2); 

(ii)  Equitable  procedures  for  select¬ 
ing  homesteaders  as  required  by 
§  590.4(b)(1);  and 

(iii)  An  urban  homesteader  agree¬ 
ment  required  by  §  590.4(b)(3). 

(4)  It  will  convey  the  residential 
property  in  fee  simple  title  without 
consideration  to  the  homesteader 
upon  full  compliance  with  the  terms 
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of  the  agreement  required  in 
§590.4(bK3). 

(5)  It  has.  prior  to  submission  of  its 
application; 

(i)  Provided  citizens  an  adequate  op¬ 
portunity  to  express  preferences  about 
the  proposed  location  of  urban  home¬ 
steading  neighborhoods;  and 

(iii)  Provided  citizens  with  adequate 
information  regarding  the  amount  of 
rehabilitation  loan  funds,  and  the 
number  of  existing  houses  requested 
and  the  neighborhood  improvement 
plan  required  by  §  590.4(b)(6). 

(6)  It  will  submit  any  environmental 
information  that  may  be  requested  by 
HUD  in  meeting  the  Department’s  en¬ 
vironmental  responsibilities  under  the 
National  Environmental  Policy  Act  of 
1969. 

(7)  It  will;  (i)  Not  discriminate  upon 
the  basis  of  race,  creed,  color,  hsindi- 
cap,  sex,  or  national  ori^n  in  the  sale, 
lease,  or  rental  or  in  the  use  or  occu¬ 
pancy  of  the  property  conveyed  in  ac¬ 
cordance  with  this  Part; 

(ii)  Comply  with  the  requirements  of 
Title  VI  of  the  Civil  Rights  Act  of 
1964,  Title  VIII  of  the  CivU  Rights  Act 
of  1968;  and 

(iii)  Comply  with  Section  504  of  the 
Rehabilitation  Act  of  1973  which  pro¬ 
hibits  discrimination  against  the 
handicapped  in  any  program  or  activi¬ 
ty  receiving  Federal  financial  assist¬ 
ance. 

(8)  It  will  comply  with  the  lead 
based  paint  procedures  set  forth  in  24 
CFR  Part  35  agreeing  to: 

(i)  Assure  the  elimination  of  the  lead 
based  paint  hazards  for  which  HUD 
will  not  expend  funds  in  residential 
structures  transferred  under  this  Part; 
and 

(ii)  Make  notification  to  potential 
homesteaders  of  the  hazards  of  lead- 
based  paint  poisoning  in  residential 
units  constructed  prior  to  1950. 

(9)  It  will  submit  any  information 
that  may  be  requested  by  HUD  meet¬ 
ing  the  Department’s  Responsibilities 
under  the  National  Historic  Preserva¬ 
tion  Act  of  1966  (Pub.  L.  89-665)  and 
the  Preservation  of  Historic  and  Ar¬ 
chaeological  Data  Act  of  1974  (Pub.  L. 
93-291),  including  the  procedures  pre¬ 
scribed  by  the  Advisory  Council  on 
Historic  Preservation  in  36  CFR  Part 
800,  and  Executive  Order  11593  on 
Protection  and  Enhancement  of  the 
Cultural  Environmental. 

(10)  It  will,  upon  conveyance  of  Title 
from  HUD  assume  liability  for  injury 
and  damage  to  persons  or  property  by 
reason  of  a  defect  in  the  dwelling,  its 
equipment,  its  appurtenances,  or  any 
other  reason. 

(11)  It  will  give  HUD  and  the  Comp¬ 
troller  General  through  any  author¬ 
ized  representatives  access  to  and  the 
right  to  examine  all  records,  books, 
papers,  or  documents  related  to  the 
urban  homesteading  program. 

(12)  It  will  maintain  in  writing  and 
on  file  a  description  of  its  approved 
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local  urban  homesteading  program  for 
the  purposes  of  public  information 
and  review. 

(c)  OMB  Circular  A~9S.  Part  II.  (1) 
In  order  to  provide  early  advance 
notice  for  coordination  purposes,  at 
least  sixty  (60)  days  prior  to  the  sub¬ 
mission  of  an  application  to  HUD,  the 
applicant  shall  transmit  a  notice  of 
intent  to  file  an  application  to  the  ap¬ 
propriate  State  and  areawide  clearing¬ 
houses.  Standard  Form  424  may  be 
used  for  the  following  information 
unless  clearinghouses  have  developed 
specific  instructions: 

(1)  Identity  of  the  applicant  commu¬ 
nity; 

(ii)  The  geographic  location  of  the 
project  to  be  assisted.  A  map  shall  be 
provided  if  appropriate; 

(iii)  A  brief  description  of  the  proj¬ 
ect  by  purposes,  general  size  or  scope, 
estimated  cost,  beneficiaries  or  other 
characteristics  which  will  enable  the 
clearinghouses  to  identify  agencies  of 
State  or  local  government  having 
plans,  programs  or  projects  that  might 
be  affected  by  the  proposed  project; 
and 

(iv)  The  estimated  date  by  which  the 
applicant  expects  to  formally  file  an 
application. 

(2)  Unless  the  requirement  is  waived 
by  a  clearinghouse,  the  applicant  shall 
provide  the  clearinghouse  a  period  of 
thirty  (30)  days  to  review  the  complet¬ 
ed  application  and  transmit  to  the  ap¬ 
plicant  any  comments  or  recommenda¬ 
tions. 

(3)  Clearinghouses  will  be  of  assist¬ 
ance  to  the  applicant  and  to  HUD  if 
their  reviews  address  the  impact  of 
the  proposal  in  revitalizing  the  desig¬ 
nated  urban  homesteading  neighbor¬ 
hood,  the  relationships  of  the  proposal 
to  community  and  areawide  planning 
and  any  other  considerations  not  re¬ 
flected  in  the  application  which  would 
bear  on  the  viability  of  the  proposal  as 
well  as  the  “subject  matter  of  com¬ 
ments  and  recommendations”  in  Part 
I,  Attachment  A  of  OMB  Circular  No. 
A-95,  Item  5,  with  emphasis  on  con¬ 
sistency  among  State,  areawide,  and 
local  plans  and  compliance  with  envi¬ 
ronmental  and  civil  rights  laws. 

(4)  The  applicant  shall  transmit  all 
comments  to  HUD  with  the  applica¬ 
tion.  If  comments  are  not  received  by 
the  applicant  within  the  thirty-day 
period,  the  applicant  shall  include  a 
statement  indicating  that  the  State 
and  areawide  clearinghouses  were  no¬ 
tified  and  no  comments  were  received. 

(5)  If  the  A-95  review  comments  con¬ 
tain  any  findings  of  inconsistency  with 
State,  areawide,  or  local  plans  or  non- 
compliance  with  environmental  or  civil 
rights  laws,  the  applicant  must  state 
how  it  proposes  to  resolve  the  finding 
or  state  its  justification  for  proposing 
to  proceed  with  the  project  despite  the 
findings  developed  through  the  A-95 
review  process. 


(6)  HUD  shall  notify  the  clearing¬ 
houses  of  actions  taken  on  all  applica¬ 
tions  reviewed  within  seven  working 
days  by  usfe  of  Standard  Form  424. 
when  HUD  makes  approval  following 
clearinghouse  recommendations 

against  approval  or  approval  only  with 
specific  and  major  substantive 
changes,  the  clearinghouse  will  be  pro¬ 
vided  an  explanation  for  such  approv¬ 
al  with  the  HUD  submittal  of  SF  424. 

(d)  Application  Submission.  Applica¬ 
tions  shall  be  submitted,  at  anytime, 
to  the  HUD  Area  Office  which  has  ju¬ 
risdiction  over  the  applicant. 

§  590.7  HUD  review  and  approval  of  appli¬ 
cation. 

The  appropriate  HUD  Area  Office 
will  review  the  application  and  will  ap¬ 
prove  the  proposed  local  urban  home¬ 
steading  program,  unless  the  HUD 
Area  Office  determines  that  it  does 
not  comply  with  the  requirements  of 
this  Part  and  other  applicable  regula¬ 
tions  and  laws.  Approval  of  the  appli¬ 
cation  does  not,  however,  obligate 
HUD  to  transfer  a  specific  number  of 
properties  or  particular  properties 
identified  in  the  application.  If  the  ap¬ 
plication  is  disapproved,  the  applicant 
shall  be  informed  in  writing  of  the 
specific  reasons  for  the  disapproval. 

§  590.8  Urban  homesteading  agreement. 

(a)  Upon  approval  of  the  proposed 
local  urban  homesteading  program, 
the  appropriate  HUD  Area  Office  will 
sign  an  urban  homesteading  agree¬ 
ment  with  the  local  urban  homestead¬ 
ing  agency.  The  regulations  of  this 
part  become  a  part  of  the  agreement. 

(b)  The  agreement  is  renewable  on 
8U1  annual  basis:  Provided,  That: 

(1)  The  local  urban  homesteading 
agency  has  carried  out  its  program 
substantially  as  proposed  and  ap¬ 
proved;  and 

(2)  The  local  urban  homesteading 
agency  has  a  continuing  capacity  to 
carry  out  the  approved  program  in  a 
timely  manner  including  the  selection 
of  homesteaders,  the  conveyance  of 
residential  property  to  homesteaders, 
the  implementation  of  its  interim  and 
permanent  financial  plan(s),  the  com¬ 
pletion  and  quality  of  the  housing  re¬ 
habilitation  and  the  implementation 
of  its  neighborhood  improvements 
plan. 

§  590.9  Transfer  of  Secretary-owned  prop¬ 
erties. 

(a)  Property  Disposition  Assistance. 
HUD’S  property  disposition  activity 
shall  supFK)rt  the  urban  homsestead- 
mg  program  as  follows: 

(1)  Upon  the  signing  of  the  urban 
homesteading  agreement  as  required 
in  §  590.8  but  prior  to  the  selection  of 
any  Secretary-owned  property,  a  local 
urban  homesteading  agency  may  re¬ 
quest  HUD  to  suspend  its  routine 
property  disposition  activity  for  45 


days  or  less  in  the  designated  urban 
homesteading  neighborhood(s).  Based 
upon  this  request,  HUD  shall  state  in 
writing  the  starting  and  closing  dates 
of  the  suspension  of  property  disposi¬ 
tion  activity  for  all  Secretary-owned 
properties  except  those  for  which 
there  are  repair  or  sales  contracts. 

(2)  The  HUD  Area  Offices  shall  de¬ 
velop  and  implement  a  property  dispo¬ 
sition  plan  for  Secretary-owned  and 
other  HUD-owned  properties  in  the 
designated  urban  homesteading  neigh¬ 
borhood  which  is  consistent  with  the 
local  urban  homesteading  program. 
This  plan  shall  include  the  following 
procedure: 

(i)  As  soon  as  feasible,  but  in  any 
event  not  later  than  ten  days,  after  re¬ 
ceipt  of  notice  of  property  transfer 
and  application  for  insurance  benefits 
to  HUD  for  an  unoccupied,  one-  to 
four-family  residence  in  an  approved 
urban  homesteading  neighborhood, 
the  HUD  Area  Office  shall  notify  the 
local  urban  homesteading  agency  of 
the  potential  availability  of  the  prop¬ 
erty  for  homesteading.  The  notifica¬ 
tion  shall  be  in  writing  and  shall  in¬ 
clude  the  street  address  and  zip  code 
and  shall  inform  the  local  urban 
homesteading  agency  that  it  has 
thirty  days  from  the  date  of  the  notice 
to  inform  the  Area  Office  if  it  wishes 
to  use  the  property  for  homesteading. 

(ii)  The  Area  Office  shall  not  ap¬ 
prove  a  property  disposition  program 
for  that  property  until  the  local  urban 
homesteading  agency  has  informed 
that  Area  Office,  in  writing,  whether 
or  not  it  intends  to  use  the  property  in 
the  urban  homesteading  program  or 
until  30  days  have  expired  from  the 
date  of  HUD’S  notice  to  such  agency, 
whichever  comes  first.  Any  property 
requested  in  accordance  with  this  pro¬ 
cedure  shall  be  transferred  to  a  local 
urban  home-steading  agency  if  such 
property  meets  the  conditions  for 
transferring  Secretary-owned  proper¬ 
ties  listed  in  §  590.9(b). 

(b)  Conditions  for  Transferring  Sec¬ 
retary-Owned  Properties.  Except  as 
provided  in  §  590.9(c)  below,  HUD 
shall  transfer  Secretary-owned  proper¬ 
ties  to  a  local  urban  homesteading 
agency,  without  receiving  payment 
from  such  agency,  if  the  following  con¬ 
ditions  are  met:  | 

(1)  The  local  urban  homesteading 
program  has  been  approved  by  HUD;  | 

(2)  The  properties  requested  by  the 
local  urban  homesteading  agency  are 
in  a  designated  urban  homesteading 
neighborhood(  s ); 

(3)  The  HUD  Area  Office  has  re¬ 

served  the  necessary  Section  810  funds 
to  reimburse  HUD’s  housing  loan 
mortgage  and  insurance  accounts  for 
the  residential  property  to  be  trans¬ 
ferred;  I 

(4)  The  requested  property  is  unoc¬ 

cupied.  unrepaired  and  a  repair  or  sale 
contract  has  not  been  signed;  i 
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(5)  The  requested  property  is  deter¬ 
mined  to  be  suitable  for  the  approved 
local  urban  homesteading  program  by 
the  Area  Office.  In  making  this  deter¬ 
mination  the  Area  Office  will  take  into 
account  the  following  factors; 

(1)  The  value  of  the  property.  The 
value  of  the  property  shall  not  exceed 
$15,000  for  a  one  unit  single  family 
residence  or  an  additional  $5,000  for 
each  unit  of  two-  to  four-family  r^i- 
dences.  To  compute  this  value,  HUD 
shall  estimate  and  deduct  from  the  ap¬ 
praised  as  is  fair  market  value  of  the 
property  the  cost  of  continued  care 
and  handling  for  the  average  length  of 
time  for  that  area  that  such  property 
might  remain  in  HUD’s  inventory  if  it 
were  not  transferred  to  a  local  iu*ban 
homesteading  agency; 

(ii)  The  estimated  cost  of  housing  re¬ 
pairs  required.  The  cost  of  required  re¬ 
pairs  shall  not  exceed  $27,000  per  unit; 

(iii)  The  Area  Office  Manager  may 
authorize  on  a  property  by  property  or 
program  by  program  basis  the  transfer 
of  Secretary-owned  property: 

(A)  Whose  value  exceeds  the  limita¬ 
tions,  cited  in  paragraph  (b)(5Ki)  of 
this  section,  if  the  benefit  to  the  com¬ 
munity,  expected  from  the  expedited 
occupancy  of  the  property  and  the  re¬ 
duction  of  difficulties  and  delays  (such 
as  vandalism  to  property)  that  HUD 
typically  encounters  in  the  disposition 
and  sale  of  property,  warrant  the  addi¬ 
tional  cost  to  the  Federal  Govern¬ 
ment; 

(B)  For  which  the  value  of  housing 
repairs  exceeds  the  limitation,  cited  in 
paragraph  (bK5Kii)  of  this  section, 
when  the  value  of  such  repairs  in 
excess  of  $27,000  per  unit  will  be  pro¬ 
vided  by  the  homesteader  or  through 
other  local  resources  other  than  Sec¬ 
tion  312  rehabilitation  loan  funds. 

(c)  Exceptions.  (1)  If  within  thirty 
(30)  days  of  notification  by  HUD  that 
a  property  meets  the  requirements  of 
§590.9(bKl)-<5)  and  is  available  for 
transfer,  the  local  urban  homestead¬ 
ing  agency  does  not  take  title  of  the 
offered  property,  the  Area  Office  may 
approve  an  alternative  disposition 
plan  for  the  property. 

(2)  Property  otheru’ise  eligible  for 
transfer  to  a  local  homesteading 
agency  may  be  used  for  other  legally 
authorized  purposes  if  so  requested  by 
the  local  urban  homesteading  agency 
and  approved  by  the  Area  Office  Man¬ 
ager. 

(3)  A  property  otherwise  eligible  for 
transfer  to  a  local  urban  homesteading 
agency  may  be  used  to  meet  higher 
priority  needs  if  the  Area  Office  Man¬ 
ager  makes  a  determination  in  writing 
that  such  property  is  essential  to  meet 
an  existing  legal  obligation  such  as  the 
following: 

(i)  Settlement  of  Sales  Warranty 
claims; 

(ii)  Settlement  of  section  518  claims 
for  critical  structural  defects  in  one-  to 


four-family  dwellings  with  certain 
mortgages  insured  by  HUD; 

(iii)  Emergency  housing  needs:  (dis¬ 
aster  housing  and  urgent  public  hous¬ 
ing  needs); 

(iv)  Reconveyance  for  noncompli¬ 
ance  with  regulation  203.363; 

(V)  Reconveyance  pursuant  to  Civil 
Frauds  Act  settlement;  and 

(vi)  Reconveyance  where  the  mort¬ 
gage  was  never  insured. 

(4)  A  property  otherwise  eligible  for 
transfer  to  a  local  urban  homesteading 
agency  may  be  made  available  to  a 
neighborhood  nonprofit  organization 
if  the  Area  Office  Manager  determines 
in  writing  that  such  transfer  will  serve 
the  community’s  best  interest  and  is 
consistent  with  the  goals  of  the  local 
urban  homesteading  program.  Such 
transfer  does  not  reqiiire  concurrence 
of  the  local  urban  homesteading 
agency  or  the  local  government. 

§  590.10  Implementing  Funds. 

HUD  will  reserve  or  otherwise  pro¬ 
vide  available  Section  810  fimds  and 
Section  312  rehabilitation  loan  funds 
necessary  to  assist  in  implementing  an 
approved  local  urban  homesteading 
program.  The  Section  810  fimds  may 
not  be  used  to  reimburse  local  home¬ 
steading  agencies  for  administrative 
costs  nor  may  they  be  used  to  acquire 
local  residential  property. 

§  590.11  Reduction  of  Funds. 

The  Secretary  reserves  the  right  to 
reduce  any  Section  810  Secretary- 
owned  property  acquisition  allocation 
or  Section  312  rehabilitation  loan 
funds  earmarked,  reserved  or  targeted 
for  a  local  urban  homesteading  agency 
should  such  agency  not  meet  the 
schedules  for  use  of  such  funds  re¬ 
quired  in  §§590.6(aK4)(lii)  and 
590.(aK6)(iiKA),  (C),  and  does  not 
comply  with  the  statutory  and  regula¬ 
tory  requirements  of  this  part  of  fails 
to  carry  out  its  program  as  approved. 

§  590.12  Program  Close  Out  [Reserved] 

§  590.13  Retention  of  Records. 

Financial  records,  property  disposi¬ 
tion  documents,  supporting  docu¬ 
ments,  statistical  records,  and  all  other 
records  pertinent  to  the  urban  home¬ 
steading  program  shall  be  retained  by 
the  local  urban  homesteading  agency 
for  a  period  of  three  years  from  the 
date  of  the  program  closeout. 

§590.14  Audit. 

The  Secretary,  the  Comptroller 
General  of  the  United  States,  or  any 
of  their  duly  authorized  representa¬ 
tives,  shaU  have  access  to  all  books,  ac¬ 
counts,  records,  reports,  files,  and 
other  papers  or  property  of  local 
urban  homesteading  agencies  pertain¬ 
ing  to  funding  assistance  related  to 
this  part  and  Secretary-owned  proper¬ 
ty  transferred  under  this  part  for  the 


purpose  of  making  surveys,  audits,  ex¬ 
aminations,  excerpts,  and  transcripts. 

§  590.15  Applicable  Federal  Laws  and  Reg¬ 
ulations. 

(a)  Nondiscrimination.  Every  phase 
of  an  approved  local  urban  homestead¬ 
ing  program  is  to  be  implemented  in 
accordance  with  the  requirements  of 
tiUe  VI  of  the  Civil  Rights  Act  of  1964 
and  Title  VIII  of  the  Civil  Rights  Act 
of  1968.  Approved  local  urban  home¬ 
steading  programs  shall  also  comply 
with  Section  504  of  the  Rehabilitation 
Act  of  1973  which  prohibits  discrimi¬ 
nation  against  the  handicapped. 

(b)  National  Environmental  Policy 
Act  In  implementing  and  administrat¬ 
ing  the  Urban  Homesteading  Program. 
HUD  shall  comply  with  the  National 
Environmental  Policy  Act  of  1969  and 
all  rules,  regulations,  and  require¬ 
ments  issued  pursuant  thereto. . 

(c)  National  Historic  Preservation 
Act  In  implementing  and  administer¬ 
ing  the  Urban  Homesteading  Program, 
HUD  shall  comply  with  the  National 
Historic  Preservation  Act  (Pub,  L.  89- 
665),  the  Preservation  of  Historic  and 
Archeological  Data  Act  of  1974  (Pub. 
Ii.  93-291),  including  the  procedures 
prescribed  by  the  Advisory  Council  on 
Historic  Preservation  in  36  CFR  Part 
800,  and  Executive  Order  11593  on 
Protection  and  Enhancement  of  the 
Cultural  Environment. 

(d)  Lead-Based  Paint  Poisoning  Pre¬ 
vention  Act  Local  urban  homestead¬ 
ing  agencies  shall  comply  with  the  De¬ 
partment’s  Lead-Based  Paint  Regula¬ 
tions  (24  CFR  Part  35)  issued  pursu¬ 
ant  to  the  Lead-Based  Paint  Poisoning 
Prevention  Act  (42  U.S.C.  4831  et  seq.) 
requiring  prohibition  of  the  use  of 
lead-based  paint;  elimination  of  imme¬ 
diate  lead-based  paint  hazards  in  any 
residential  structure  transferred  under 
this  part;  and  notification  of  the  haz¬ 
ards  of  lead-based  paint  poisoning  to 
potential  homesteaders  in  residential 
units  constructed  prior  to  1950  and  as¬ 
sisted  under  this  part. 

(e)  Acquisition  and  Relocation.  If  a 
local  urban  homesteading  agency  ac¬ 
quires  real  property  for  an  urban 
homesteading  program  approved 
under  the  regulations  in  this  part,  it 
shall  comply  witli  HUD  relocation  and 
acquisition  regulations  at  24  CFR  Part 
42. 

§  590.16  HUD  Review  of  Local  Urban 
Homesteading  Agency’s  Performance. 

(a)  HUD  will  review  each  local  urban 
homesteading  agency’s  performance  at 
least  annually  to  determine  whether: 

(1)  The  program  complied  with  the 
requirements  of  'Title  VIII  Section  810, 
of  the  1974  Act,  as  amended,  the  im¬ 
plementing  regulations,  and  other  ap¬ 
plicable  laws  and  regulations; 

(2)  ’The  local  urban  homesteading 
agency  has  carried  out  its  program 
substantially  as  proposed  and  ap¬ 
proved;  and 
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(3)  The  local  urban  homesteading 
agency  has  a  continuing  capacity  to 
carry  out  the  approved  program  in  a 
timely  manner. 

(b)  In  reviewing  a  local  urban  home¬ 
steading  agency’s  performance,  HUD 
will  consider  all  available  evidence 
which  may  include,  but  need  not  be 
limited  to  the  following: 

(1)  Records  maintained  by  the  local 
urban  homesteading  agency; 

(2)  Results  of  HUD’S  monitoring  of 
local  urban  homesteading  agency’s 
performance; 

(3)  Audit  reports  whether  conducted 
by  the  local  urban  homesteading 
agency  or  by  HUD  auditors; 

(4)  Records  of  comments  and  com¬ 
plaints  by  citizens  and  organizations, 
or  litigation. 

§  590.17  Corrective  and  Remedial  Action. 

(a)  When  HUD  determines  on  the 
basis  of  its  review  that  there  is  a  defi¬ 


ciency  in  the  local  urban  homestead¬ 
ing  agency’s  performance,  the  HUD 
Area  office  shall  take  one  or  more  of 
the  following  corrective  or  remedial 
actions  that  are  appropriate  for  the 
circumstances: 

(1)  Issue  a  letter  of  warning  that  ad¬ 
vises  the  local  urban  homesteading 
agency  of  the  deficiency  and  put  it  on 
notice  that  more  serious  corrective 
and  remedial  actions  will  be  taken  if 
the  deficiency  is  not  corrected  or  is  re¬ 
peated; 

(2)  Advise  the  local  urban  home¬ 
steading  agency  to  suspend,  discontin¬ 
ue  or  not  incur  costs  for  the  defective 
aspect(s)  of  the  local  program; 

(3)  Condition  the  renewal  of  the 
urban  homesteading  if  there  is  sub¬ 
stantial  evidence  of  a  lack  of  progress, 
noncompliance,  or  a  lack  of  a  continu¬ 
ing  capacity.  In  such  cases,  the  reasons 
for  the  conditional  renewal  and  the  ac¬ 


tions  necessary  to  remove  the  condi¬ 
tion  shall  be  specified; 

(4)  Cancel  the  urban  homesteading 
agreement  and  explain  the  reasons  for 
such  action. 

§  590.18  Evaluation  by  HUD. 

Local  urban  homesteading  agencies 
shall  supply  data  or  make  available 
such  records  as  are  necessary  for  the 
completion  of  HUD’s  annual  evalua¬ 
tion  of  the  Urban  Homesteading  Pro¬ 
gram. 

Issued  at  Washington,  D.C.,  May  23. 
1978. 

Robert  C.  Embry, 
Assistant  Secretary  for  Community 
Planning  and  Development. 

and 

Lawrence  B.  Simons, 
Assistant  Secretary  for  Housing- 
Fedi.  -  al  housing  Commissioner. 

[PR  Doc.  78-15140  Piled  5-30-78:  8:45  am] 
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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Offk*  of  Hio  Afiiitont  Socrotory  for 
Cooimwflity  Planning  and  Dovolopment 

lEtocket  No.  D-78-500] 

lEGIONAL  ADMINISTRATORS  AND  AREA 
MANAGERS 

Urban  Homottaoding  Redologafion  of 
Airthority 

AGENCY:  Department  of  Housing 
and  Urban  Development. 

ACTION:  Redelegation  of  Authority. 

SUMMARY:  The  Assistant  Secretary 
for  Community  Planning  and  Develop¬ 
ment  is  redelegating  to  Regional  Ad¬ 
ministrators  and  Area  Managers  cer¬ 
tain  authority  and  responsibility  with 
respect  to  the  Urban  Homesteading 
Program  pursuant  to  the  provisions  of 
title  VIII.  Section  810(b),  of  the  Hous¬ 
ing  and  Community  Development  Act 
of  1974. 

EFFECTIVE  DATE:  May  15,  1978. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Betsy  B.  Tibbs  or  William  Tantum, 
Administrative  Support  Division, 
Office  of  Management,  CPD,  U.S., 
Department  of  Housing  and  Urban 
Development.  Room  7232.  Washing¬ 
ton,  D.C.  20410,  area  code.  202  472- 
3947. 

SUPPLEMENTAL  INFORMATION: 
A  delegation  of  authority  was  pub¬ 


lished  in  the  Federal  Register  Febru¬ 
ary  13.  1978  (at  43  FR  6166),  which 
conferred  upon  the  appropriate  Assist¬ 
ant  Secretaries  of  the  Department  of 
Housing  and  Urban  Development  the 
power  and  authority  of  the  Secretary 
with  r^pect  to  the  Urban  Homestead¬ 
ing  Program  pursuant  to  title  VIII, 
section  810  of  the  Housing  and  Com¬ 
munity  Development  Act  of  1974  (42 
use  5301).  By  section  A  of  that  dele¬ 
gation.  the  Assistant  Secretary  for 
Community  Planning  and  Develop¬ 
ment  was  delegated  the  power  and  au¬ 
thority  of  the  Secretary  with  respect 
to  the  Urban  Homesteading  Program, 
pursuant  to  section  810  (b).  (c),  (d), 
and  (e)  (12  U.S.C.  1706c)  of  the  Hous¬ 
ing  and  Community  Development  Act 
of  1974.  The  Assistant  Secretary  for 
Housing  was  delegated  the  power  and 
authority  of  the  Secretary  with  re¬ 
spect  to  the  Urban  Homesteading  Pro¬ 
gram,  pursuant  to  section  810  (a),  (f), 
and  (g)  (12  U.S.C.  1706e)  of  the  Hous¬ 
ing  and  Community  Development  Act 
of  1974.  Pursuant  to  this  delegation, 
the  Assistant  Secretary  for  Communi¬ 
ty  Planning  and  Development  is  rede¬ 
legating  certain  authority  and  respon¬ 
sibility  to  the  Regional  Administrators 
and  Area  Managers  with  respect  to 
section  810(b).  The  power  and  authori¬ 
ty  under  section  810  (c).  (d),  and  (e) 
are  being  reserved  in  the  Assistant 
Secretary  for  Community  Planning 
and  Development.  Accordingly,  the  As¬ 
sistant  Secretary  for  Community  Plan¬ 
ning  and  Development  redelegates  au¬ 
thority  as  follows: 


Section  A.  Authority  Redelegated. 
Each  Regional  Administrator  and  each 
Area  Manager  is  authorized  to  exer¬ 
cise  the  power  and  authority  of  the 
Assistant  Secretary  for  Community 
Planning  and  Development  with  re¬ 
spect  to  the  Urban  Homesteading  Pro¬ 
gram,  pursuant  to  section  810(b),  of 
title  VIII.  of  the  Housing  and  Commu¬ 
nity  Development  Act  of  1974.  except 
as  provided  in  section  B  of  this  redele¬ 
gation.  Each  Regional  Administrator 
is  further  authorized  to  suspend  the 
power  and  authority  specified  in  the 
preceding  sentence,  of  any  Area  Man¬ 
ager  in  his/her  region  through  execu¬ 
tion  and  publication  of  an  appropriate 
suspension  notice. 

Section  B.  Authority  Excepted. 
There  is  excepted  from  the  authority 
redelegated  imder  Section  A,  the 
power  to: 

1.  Sue  and  be  sued. 

2.  Issue  Rules  and  Regulations. 

3.  Waive  any  requirement  of  the 
Urban  Homesteading  Regulations. 

4.  Redelegate  any  authority  under 
Section  A  of  this  redelegation.  Sec. 
7(d)  of  the  Department  of  Housing 
and  Urban  Development  Act,  42  USC 
3535  (d);  Delegation  of  authority  43 
FR  6166,  February  13, 1978. 

Issued  at  Washington.  D.C.,  May  18. 
1978. 

Robert  C.  Embry,  Jr. 

Assistant  Secretary  for  Commu¬ 
nity  Planning  and  Develop¬ 
ment 

[FR  Doc.  78-15141  Filed  S-30-78;  8:45  am] 
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